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1 . SUMMARY. AFTER TEN WEEKS OF "CREEPING DEVALUATION." 
GHANA DEVALUED ITS CEDI AUGUST 25 

BY A FURTHER 39 PERCENT FROM 59 TO 36 U.S. CENTS. THIS 
SHARP CHANGEN COMING ON THE EVE OF DISCUSSIONS WITH THE 
IMF CONCERNING THE FY 1979 BUDGET, WILL IMPACT FAVORABLY 
ON THE BUDGET AND SIGNIFICANTLY ADVANCE GHANA'S ECONOMIC 
POLICY REFORM EFFORT. THE OFFICIAL ANNOUNCEMENT MAKE 
IT CLEAR THAT FURTHER EXCHANGE RATE ADJUSTMENTS ARE TO 
FOLLOW. END SUMMARY. 
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2. PROGRESS TO DATE. THE PROCESS OF DEVALUATION. BEGUN 
JUNE 19 WHEN ONE CEDI WAS VALUED AT 86.96 US CENTS, CREPT 
ALONG THROUGH AUGUST 24, WHEN THE CEDI HAD MOVED TO 
59.17 CENTS. THEN ON AUGUST 25. IT WAS ABRUPTLY DROPPED 39 
PERCENT TO 36.36 CENTS FOR AN OVERALL DEVALUATION SINCE 
JUNE 19 OF 58 PERCENT. THE U.S. DOLLAR IS THE INTERVENTION 
CURRENCY. 
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3. PROCESS TO CONTINUE. THE GOVERNMENT STATEMENT, AS 
QUOTED IN THE PRESS, SAID IN PART: QUOTE THE GOVERNMENT OF THE 
SUPREME MILITARY COUNCIL ACCEPTS THE VIEW THAT THE EXCHANGE 
RATE LIKE ALL OTHER PRICES MUST BE SUBJECT TO PERIODIC 

REVIEW AND MUST BE AMENABLE TO PERIODIC CHANGES DEPENDING UPON 
THE COUNTRY'S ECONOMIC SITUATION AND THE RELATIONSHIP 
BETWEEN THE CEDI AND OTHER MAJOR CURRENCIES. THE BANK OF GHANA 
WILL THEREFORE CONTUNUE TO MONITOR THE RATE AND DEVELOP- 
MENTS IN THE ECONOMY AND TO QUOTE DAILY THE EXCHANGE RATE 
FOR THE CEDI AGAINT THE U.S. DOLLAR AND THE OTHER MAJOR 
CURRENCIES AS BEFORE. UNQUOTE. 

4. COMMENT. THIS SHARP DEVALUATION WILL IMPACT FAVORABLY 
ON GHANA'S FY 1979 (JULY TO JUNE) BUDGET, WHICH IS TO 

BE DISCUSSED THIS WEEK IN DRAFT WITH IMF OFFICIALS IN 
WASHINGTON (REFTEL B ). GHANA'S COCOA EXPORTS HAVE BEEN 
PROVIDING 33 PERCENT OF CENTRAL GOVERNMENT CURRENT 
REVENUES. (THE DIFFERENCE BETWEEN THE PRICE PAID THE 
PRODUCER AND THE CEDI VALUE OF THE EXPORT PRICE OF 
COCOA HAS PROVIDED ONE-THIRD OF CURRENT (BUDGET) 

REVENUES.) THE DEVALUATION, BY INCREASING THE CEDI 
VALUE OF SUCH EXPORTS, WILL BOTH PERMIT AN INCREASE 
IN THE PRODUCER PRICE AND INCREASE BUDGET REVENUES, 

THEREBY EASING THE PROBLEM OF MOVING TOWARD A BALANCED 
BUDGET (REFTEL B). BOTH MEASURES ARE KEY POLICY ELEMENTS 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 03 ACCRA 07045 281635Z 

IN GHANA'S EMERGING EFFORTS TO STABLIZE ITS ECONOMY. 

WHILE THE DEVALUATION DOES NOT YET GO FAR ENOUGH (THE 
CURRENT BLAK MARKET RATE IS ABOUT SEVENTEEN CENTS OR 
LESS FOR ONE CEDI), THE STATEMENT CLEARLY INDICATES THAT 
FURTHER ADJUSTMENTS WILL BE MADE. 

5. WE EXPECT TO TRANSMIT FULL TEXT OF GOG STATEMENT 

BY AIRGRAM AND FURTHER COMMENTS BY TELEGRAM, FOLLOWING 
CALL ON BANK OF GHANA DEPUTY GOVERNOR, SCHEDULED FOR 
AUGUST 29. HOLMES 
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